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SECTION I, -

SUMMARY OF TRENDS AND DEVELCPMENTS

The continuiﬁg US-Peruvian avietion dispute mey sericusly affect

US interests in lLatin America,

Poruts demands for the immediate

reduction of US airline frequencies are unaccepteble to the US even

pending anticipated inter-goverrmental consultation,

Tho di tuation

will deteriorate still further unless a practical compromise can be
" found which will both moderate Peruvian intransigenco and proservo

the US civil aviation position.

v 7

(Item Noo 1)

Tho eight«fold increase of politicelly undesirebie Czechoslovak

air traffic through Atheons hass improssed Greek suthorities with the
necessity of restricting the facilitiés extended to the Crechoslovaks
at Hessani airfield. (Item No. 2)

Clendestine air activities continue to expand, Evidences of

such operations are:

the training by an Italien air toxi company,

ALICA, of pilots for the Israeli.Air Porce; and the plans of a
British air charter company to establish, under suspicious circun~

stances, an air freight and sir taxi service from Tengier to Arabia
(Item Koo 3) '

and to the Belgisn Congo.
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The USSR has refused to permit British m d French uss 6f
the US-controlled airfields at Tulla, thus further indicating
its desire to restrict Western air operations into Vionna.
(It&n Voo 4) '

The recent Chinese cancellation of the Sino~Soviet eir _
- agroement covering Sinkiang Province probably does not reflect
Chinese ‘dotormination to assert its sovereignty and to insist .
" that Soviet air operations on Chinece torritory must cease
unless they comply wi th Chinese terms. Leading {rom weakness,
the Chinese appear only to heve hoped that the cancellation
would gain them a tactical adventage for extracting minor
.ooncessions from the USSR. (Item No, 5) '
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SECTION IXI.  CURRENT DEVELOFMENTS

c T10
S0X1
wrthor pttemois to yesolve the WB~Poruvian civil aviation impease
(See Transportation Group Weekly, 24 August) heve rot yet produced a

modus vivendi for the interim pending the interwgovermmental consultation
which is required by the bilateral air agrecment in case of disputes
botwoen the two countries. . :

. Peru's contimned demands for the immediate reduction of U3 airlins
schizdules to Poru aro probably the result of strong prossure from the
national-flag airline, Paruvian Internatiopal Airmmys (PIA). The Peru-
vian carrier insists that contimusd operation of presont US airline
frequencies will have such a serious competitive effeet that unless
Peru ie propared to subsidize its operations, the company will bs forced
to liquidate. (There is actually 1ittle likelihocd that sush @ cubsidy
will be fortheeming.) ‘ :

' The proposed reduction of US frequencies previocusly granted under
the bilateral agreement is not accepiable to the US even as a teaporary
arrangement pending consultation. Aequiescence o the proposal, which
the US regerds as bsing in derogation of the existing bilateral agreement,'
would constitute a precedent ondangering US aiyr rights obtained throughout
the world on the basis of similar agreoements. '

Unless a mutually satisfactory compremise is soon reached, it is
likely that the potemtially dangerous cituation will deteriorate still
further. If PIA should decide to terminate opsrations, its demise would
probably be atiributed by Peru to unfair competition of the US carriers.
On the other hand, it is possible that Peru will arbitrsrily revoke part
or all of US traffic rights in that country. If no compromise can be
reacksd which will both moderate Peruvian intransigence and preserve the
US civil aviation position,.US political and avietion intarests in latin
America may be sariously affeocted by the contimiing dispute.

The efght=fold inerease of politicelly umdesirable Crechoslovak air
At hos impressed Greek authorities with the necessity
of resiricting tho facilities extended %o the Czechoslovuks at Hassandi
airfield., The Creeks, therefore, plen to conclude opeedily the curremt
air negotiations with Belgium, Newwoy, Italy, South Afwica and other
friondly govermrenta, and then progressively restrict Czechoslovek f£liphts
(now operating under temporery permission) onr the grounds of the }imited

- capacity of Hasseni airfimld. The Greck Covermment is plamning, moveover,
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to roject any Czechoslovek propozal for the conclusion of a formal
bilateral air agreement by stating that Greece is not inmterested at
present since 1t is not in & position to take sdventage of reciprocal
provisions permitting Greek flights to Czochoslovakia, :

f

- ' 50X1

3. Clandestine air activities comtimus to expand. An Xtelien eir
- texi company, ALICA, is giving limited pilot training to ten students
of various notionalities, five of whom are probably US citizems. I% 4o

belioved that the atudenis, receiving £ifty hours of flight instruction

by four former Italien Air Force pilets, are being trained for scervice

in the Israelite Alr Force. Another possible clandestinme operation is

revealed in the attempt of a British air chazter company, {Britich Redey-

land Air Services, Lid.,) to establish an air freight end air taxl ser~ -

vice from Tangier to Arebis and to ihe Belglan Congo. The company's

present fleet, however, is composed predaminantly of shori~range eircrafi

with limited airlift capacity, and therefore is cloarly inadequate for

organized airlire operations over so vast am aree. Various circumstances,
including the fact that seme of the company '8 pilots are Czechoslovaks,

render the projected operations of British Nederland open to the sus—

picion of engaging in the curront clandsstine movement of ailreraft and
contraband to the Near East. -

o Indicative of the Soviet degire to rasteict Hestorn air o tione
into Vionna, ihe USSH has refused to permit British and French use of the

US-controlied airfield at Tulln despite 03 approval of the British and
French requeats. o ‘ '

5, Ihe_recent Chinecge cancellation of the Sino=Soviet ajr

. eovering Sinkiang Province probably does not refiect Chiness determing-
tion to assert itr novereighiy and to insist that Soviet alr operations
on Chinese territory must cease unless they comply with Chinese terms,
Ipading from weakness, the Chinege appear only to have hopsd that tic
cancellation would gain them a tactieal edvantage for extracting miror
‘concesgions from the USSR, That Ching may have so@e success in this
objective 1s indicated by the sudden willingness of the USSR to confer
with Chinese representatives regarding the Sinkiang air operations. The
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~ Basleally, bowever, the Chinese are too wwak 4o prevent a comtimie~
tion of the Soviet domination of air traffic in Sinkiang. The mosd they
can hops to achieve is the illusion of Chineze participation in the
managerent of the so-called "joini" enterprise. There are indlieations
that the presert Soviet policy is %o mollify China, and that fece-caving
concessions of this typo may actuslly serve the Kremlin's ends. ‘

7 Cireumstarces surrounding the Almn A%a Giccussions suggest that
prior to the conforence China and the USSR may have reached ap undere
standing in prineiple covering the besis for contimwed Soviet air renG=
tration of Sinkiang. Theye is oven asome poseibility the* Chino nsy have
promiged the USSR ¢o exclude from Sinkiang US Exnbapgy aircraft which
‘Bave irritated the USSR by recent flighte, belicved in Moscow to bo
imtelligence misasions. : .
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